Committee Structure and the Success of Connected Lending in Nineteenth Century New England Banks by Christopher Meissner
NBER WORKING PAPER SERIES
COMMITTEE STRUCTURE AND THE SUCCESS OF
CONNECTED LENDING IN








I would like to acknowledge helpful support, comments and discussion from Howard Bodenhorn, J. Bradford
DeLong, Barry Eichengreen, Richard Grossman, Rupert Gatti, Tim Guinnane, Eric Hilt, Naomi Lamoreaux,
Tim Leunig, Christina Romer, Jean-Laurent Rosenthal, Peter Temin, Oliver Williamson and seminar
participants at UC Davis, the ASSA Clio session 2003, London School of Economics, Newcastle, Oxford and
UC Berkeley. The Baker Library historical collections staff and the Bank Boston research consultants
graciously assisted the historical research. Financial support from the Alfred D. Chandler Jr. Traveling
Fellowship from the Harvard Business School and a grant from the Institute of Business and Economic
Research (IBER) at U.C. Berkeley made this paper possible.  All remaining errors are my own. The views
expressed herein are those of the authors and not necessarily those of the National Bureau of Economic
Research.
©2003 by Christopher M. Meissner.  All rights reserved. Short sections of text not to exceed two paragraphs,
may be quoted without explicit permission provided that full credit including © notice, is given to the source.Committee Structure and the Success of Connected Lending in
Nineteenth Century New England Banks
Christopher M. Meissner
NBER Working Paper No. 9792
June 2003
JEL No. D71, D72, G3, N2, N8
ABSTRACT
Early nineteenth century New England banking exhibited high levels of lending to directors and
their associates (i.e., connected lending). Today many think this arrangement can lead to inefficiency
and financial fragility. This paper explores the decision making processes inside these banks and
argues that connected lending was viable when many people were involved in loan decisions. The
committees used to vote on the approval of loans are the focus. Banks that required more votes for
a given committee size prevented the approval of loans with private gains and social costs. The
historical data are consistent with the idea that higher levels of consensus in the loan committees
raised the return on assets.
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